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Dr. Arthur F. Burns, Chairman of the U.S. Council of 
Economic Advisers, stated in a speech at Detroit on 
October 18 that the “assumption by the Federal Govern- 
ment of a responsibility for curbing the business cycle 
and promoting a stable prosperity is a very recent devel- 
opment. 

“A generation or two ago most economists and men of 
affairs took the business cycle for granted. The prevailing 
view was that in a free economy such as ours, in which 
men may buy much or little, work or not work, invest or 
refrain from investing, embark on new ventures or pursue 
the path of routine—that in such an economy, some fluc- 
tuations in production and employment were bound to 
occur. 

“Beyond this, it was widely believed in those days that 
occasional declines in production served a useful function, 
first, because they facilitated an adjustment of the volume 
and structure of production to the state of demand, second, 
because they impelled workingmen and business managers 
to greater efforts and thus served to weed out producers 
unable to make their way under conditions of vigorous 
competition.” 

For several reasons, however, the views common a gen- 
eration ago have lost their hold on the minds of men. 
“Experience has taught us that, while a lull in activity 
may tend to stimulate advances in efficiency, dependable 
workmen lose their jobs along with the shiftless few, once 
an economic contraction deepens. Well-managed firms, 
no less than those that are poorly managed, suffer losses 
and even bankruptcy at such times. It is therefore very 
doubtful if, on balance, business contractions serve to 
enhance efficiency. . .. 

“As a result of the international turmoil that has ruled 
in the past 15 years, the Federal Government has become 
a very large factor in our economy; indeed, so large that 
it is no longer reasonable to suppose that it either can or 
should remain aloof from what goes on in the private 
economy. People have gradually come to realize that the 
Government has at least a responsibility for moderating 
the economic impact of its own unsettling actions. 

“Most important of all, experience has taught that, 
although the Government is by no means omnipotent and 
while it is capable of making mistakes, it can also pursue 
policies that not only promise to bring greater stability 
to economic life, but also to expand the scope and add to 
the vigor of private enterprise. 
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“Today it is no longer a matter of serious controversy 
whether the Government should play a positive role in 
helping to maintain a high level of economic activity. . . . 
What we debate nowadays is not the need for controlling 
business cycles, but rather the nature of governmental 
action, its timing, and its extent. ... 


“Thus during the past year, while our economy was 
undergoing contraction, very few students of affairs 
seriously urged that taxes be increased to wipe out the 
public deficit; or that interest rates be raised to speed 
the liquidation of excessive inventories and of superfluous 
industrial plants; or that banks call in their loans and 
reduce the outstanding money supply in order to protect 
their financial solvency; or that the general public be 
exhorted to save its money, and postpone buying auto- 
mobiles, furniture, and other things that people like. . . .” 


If the present recovery should prove abortive, the ques- 
tion naturally arises: “What further steps, if any, will the 
Government take to cope with the economic situation?” 
While Dr. Burns did not attempt to answer this question 
with precise detail, he pointed out, among other things, 
that the Government “cannot stand aloof from the private 
economy but must be ready to take vigorous steps to help 
maintain a stable prosperity.” The Government must take 
preventive action, and not trust exclusively to therapeutic 
measures. This means, among other things, that the 
Government must try to enlarge the potential role of auto- 
matic economic stabilizers—especially unemployment in- 
surance. It must act well before extensive unemployment 
develops. It must handle cautiously the fuel of inflation. 
It must conduct its affairs so as to inspire favorable ex- 
pectations concerning the future on the part of people 
generally. It must look to the long-range consequences 
of its actions, as well as to immediate results. It must 
be capable of prompt as well as carefully considered 
action. It must avoid extravagance and make-work 
schemes, and yet meet fully its responsibility to provide 
those public assets on which an expanding private econo- 
my depends and of which our highway system is merely 
an outstanding example. The Government must use 
monetary policy in a flexible manner and assign it a very 
high priority in the arsenal of contracyclical weapons. 
It must give priority to tax reduction over expanded ex- 
penditures in times when an unbalanced budget becomes 
difficult to avoid. And it must use tax reduction with an 
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eye to stimulating both consumption and investment, 
rather than the one or the other. 

“If governmental policy . . . continues to adhere to 
these premises, if Government resists doctrinaire think- 
ing of both the right and the left, if Government steadily 
maintains a watchful eye on the state of business and con- 
sumer sentiment, and if it gives heed to the need of avoid- 
ing inflation as well as depression, we may . . . be reason- 


Europe 


Convertibility Talks at the OEEC 

The deputies of the OEEC Ministerial Committee for 
the Study of Convertibility, in a meeting in Paris, further 
examined some of the problems connected with a return 
to convertibility. The Committee was presented with 
memoranda by the British, Italian, and Danish delega- 
tions dealing with the project for a European Fund. There 
was general agreement that, after the introduction of con- 
vertibility, such a fund would be needed to facilitate 
European payments transactions by providing credits 
which—unlike those of the EPU—would be granted not 
automatically but on an ad hoc basis. 

It is reported that, in the view of the Italian delegation, 
$1 billion would be necessary. However, other delegations 
held that only about $500-600 million would be needed. 
The U.S. Government is believed to be willing to place 
the working capital assigned by it to the EPU, and now 
amounting to about $270 million, at the disposal of the 
new fund. The balance would have to be provided by the 
European countries. 

The problem of the European Fund’s interest policy is 
regarded in some quarters as especially important. The 
nearer its interest rates come to prevailing market rates, 
the easier it will be to administer the fund on commercial 
principles. 

It was generally agreed at the Committee meeting that 
the compulsory percentage of intra-European import lib- 
eralization should be increased from 75 per cent to 90 
per cent, but it was also pointed out that, before this 
decision could be made effective, France would have to 
raise its degree of liberalization to 75 per cent. The pro- 
posal of the Steering Board for Trade—according to 
which, after a period of 12 or 18 months following the 
adoption of a new liberalization standard, member coun- 
tries would be free to counter the effects of any excessive 
customs duties imposed by other members by extending 
their restrictions—was regarded as inadequate. It was 
therefore proposed that more power should be given to 
the Steering Board for Trade in relation to customs tariffs, 
on which, so far, no decisions in the OEEC framework 
have been taken. Because the importance of customs 
duties as an obstacle to trade is likely to increase after 
import quotas have been abolished, countries with low 
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ably confident that—although we are likely to continue 
to have fluctuations in individual markets and to some 
degree even in the economy as a whole—we will avoid in 
the future the business depressions that have marred our 


brilliant record of free enterprise in the past.” 


Source: The Journal of Commerce, New York, N.Y., Octo- 
ber 21, 1954. 


tariffs, such as Switzerland and the Benelux and Scandi- 
navian countries, have decided to ask the Steering Board 
for Trade to exert its power also in this field. A list is to 
be drawn up covering commodities, the supply of which 
for European trade comes mainly from European coun- 
tries. Tariffs on these commodities might be lowered, 
without raising serious problems of discrimination, and 
without any detrimental effect on member countries, 
through extension of the tariff concessions to third coun- 
tries in accordance with the most-favored-nation principle. 
The Ministerial Committee also considered the possibility 
of closer collaboration between the OEEC countries at 
the next session of the GATT. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Octo- 
ber 20, 1954. 


Harvests and Farm Policies in France 

On the basis both of actual results and of estimates as 
of October 1, 1954, French harvests for 1954 appear to 
have been abundant. Production of wheat exceeds 10 
million tons, against 9.0 million last year; only in 1907 
was the wheat harvest as large (10.4 million tons). In 
1938 production was 9.8 million tons, and since 1945 
wheat harvests have varied between 4 million and 9 
million tons. The quality of the 1954 wheat is not very 
good, however. Harvests of rye and barley are larger 
than in 1953, but those of oats and corn have decreased 
slightly. Production of potatoes is abundant, but their 
quality is not always high. Output of sugar beets is ex- 
pected to reach about 11 million tons, compared with 12.5 
million tons in 1953. Production of oilseeds is good, and 
yields are high. Wine production is expected to reach 60 
million hectoliters, against 59.1 million last year. Grass- 
land production is good, but it might prove not quite 
sufficient for winter needs. 

As a rule, the good results of the 1954 harvests may be 
expected to reinforce the French payments position for 
the latter part of this year and the first half of 1955, but 
there may be a problem of marketing surpluses. The 
French Government has recently taken measures generally 
considered as pointing to the development of new farm 
policies designed to adjust French agricultural produc- 
tion to national and international markets. The tendency 
is to discourage high-cost or surplus production (such as 
alcohol and low quality grains)and stimulate the pro- 
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duction of feedstuffs and grassland products. In particu- 
lar, drastic measures are in contemplation to diminish the 
production of alcohol from sugar beets, the disposal of 
which at satisfactory prices has presented a difficult 
problem. The official price for beets will be lowered, and 
the quota accepted by the state alcohol administration 
reduced by two thirds. This will mean increased produc- 
tion of sugar, and will also provide an incentive for the 
transfer of resources to other types of cultivation. 
Sources: Institut National de la Statistique et des Etudes 
Economiques, Bulletin Mensuel de Statistique, 
September 1954, and Le Monde, October 13, 14, 
and 19, 1954, Paris, France; Neue Ziircher 
Zeitung, Ziirich, Switzerland, October 2, 1954. 


Netherlands Imports from United States 


Netherlands imports from the United States during the 
first half of 1954 rose to f. 561.6 million (US$147 mil- 
lion), which was 30 per cent more than in the corres- 
ponding period of 1953. In commenting on the dollar 
balance of payments, the Minister of Finance stated that 
the liberalization of dollar imports, introduced during 
1953-54, had somewhat weakened the Netherlands dollar 
position. Exports to the United States fell slightly in the 
same period, from f. 307.1 million ($81 million) to 
f. 293.7 million ($77 million). 

The increase in total imports from the United States 
occurred despite a partial shift of purchases of corn to 
Argentina and a considerable reduction in iron and steel 
imports from the United States. Other Netherlands im- 
ports from the United States appear to have expanded 
substantially; for example, imports of oils and fats rose 
from f. 33 million in the first half of 1953 to f. 94 million 
in the first half of 1954; machinery imports rose from 
f. 62 million to f. 98 million; imports of nonferrous 
metals from f. 5 million to f. 20.5 million; imports of 
chemicals from f. 24.5 million to f. 37 million; and coal 
imports from f. 18.5 million to f. 30.5 million. Also, there 
were significant increases in imports of certain finished 
goods, such as glass and glass products, material and 
clothing, fruit juices, preserved vegetables, and meat. 
Thus total imports from the United States, other than 
corn, iron, and steel, increased by 54 per cent, to f. 497 
million. The rise in imports from the United States was 
substantially above the 17 per cent increase in Nether- 
lands imports from the rest of the world—from f. 3,754 
million ($988 million) to f. 4,398 million ($1,155 
million). 

Sources: Central Bureau of Statistics, Official Trade Sta- 
tistics, The Hague, Netherlands, July 1954; Het 
Financieele Dagblad, Amsterdam, Netherlands, 
October 13, 1954; Agence Economique et 
Financiére, Brussels, Belgium, October 19, 1954. 


Monefary Developments in Norway 


Notes in circulation in Norway on September 30, 1954 
amounted to NKr 3,094.1 million, which was NKr 203.7 
million more than on September 30, 1953. The note 
requirements of the general public are highly seasonal, 
with a sharp increase during the summer holidays in June 
and July. From May 31 to July 22, the note circulation 
increased by NKr 205 million, but from then until the 
end of September it fell by NKr 44 million. 


Total current account deposits with the Bank of Norway 
declined by NKr 109.9 million during the first nine 
months of the year, to NKr 2,486.6 million on Septem- 
ber 30. Government accounts and other public accounts 
increased by NKr 6.8 million, while the accounts of the 
banks dropped by NKr 94.7 million and other current 
accounts by NKr 22.0 million. Security holdings and 
loans granted by the Bank of Norway were reduced by 
NKr 123.9 million. 


According to banking statistics, there has been a con- 
siderable increase in 1954 in the loans and advances of 
joint stock banks and savings banks. Total loans and 
advances increased from NKr 7,497 million at the end of 
1953 to NKr 7,994 million at the end of August 1954. 
Holdings of securities increased from NKr 2,472 million 
to NKr 2,644 million; of this increase, NKr 124 million 
was in holdings of government bonds, which was due to 
the new government loans taken over by the banks. The 
increase of NKr 669 million in the total of securities 
and loans and advances between December 1953 and 
August 1954 compares with the increase of NKr 368 mil- 
lion from December 1952 to August 1953. 


The increased bank lending has been financed by a 
rise of NKr 974 million in deposits. The total liquid 
funds of the banks increased by NKr 22 million in the 
period January-August. This was the result of an increase 
of NKr 65 million in holdings of Treasury bills and a 
decline of NKr 43 million in cash in hand and on account 
with the Bank of Norway. 


During the first half of the year, the Norwegian Treas- 
ury raised NKr 400 million of debenture loans on the 
domestic market. These funds will be used to finance 
the activities of the state banks. In January-September 
1954, NKr 251 million of such borrowings were trans- 
ferred to the state banks, the corresponding figure for 
January-September 1953 being NKr 296.7 million. The 
Treasury intends to raise additional loans of NKr 200 
million this year, and negotiations for this purpose have 
been opened with the banks and the insurance companies. 
The life insurance companies have agreed to take over a 
government loan of NKr 21 million at 344 per cent per 
annum, redeemable over a period of 40 years. The sav- 
ings banks have taken over a loan of NKr 50 million at 
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3 per cent per annum and repayable over a period of 

20 years. 

Source: Norges Bank, Bulletin, Oslo, Norway, October 15, 
1954. 


Greek-German Trade Relations 


Since the conclusion of the first postwar trade agree- 
ment between Greece and the Federal Republic of Ger- 
many, on February 21, 1951, exchange transactions be- 
tween the two countries have increased greatly. The Fed- 
eral Republic, which before the war was Greece’s most 
important trading partner for both exports and imports, 
has again become Greece’s best customer and its second 
greatest supplier. 

The value of Greek exports to the Federal Republic 
was US$20 million in 1951, US$34 million in 1952, and 
US$32 million in 1953, representing 20, 28, and 24 per 
cent, respectively, of all Greek exports; the comparable 
percentage for exports to prewar Germany was 31 in 
1937. The expansion since 1951 reflects chiefly larger 
exports of tobacco, which increased from 6,868 tons in 
1951 to 13,750 tons in 1952 and to 15,775 tons in 1953. 

Greek exports to the Federal Republic have also in- 
cluded wines, dried fruits, resin products, and minerals, 
and recently rice has been added to the export list. Land 
reclamation, carried out in the postwar period with U.S. 
economic and technical assistance, has increased the land 
used for rice cultivation from an average of 2,000 hec- 
tares per year in 1935-38 to 17,400 hectares in 1953, 
while the yield per hectare increased from 2,000 kilo- 
grams before the war to 3,790 kilograms in 1953. Pro- 
duction of rice therefore increased from an annual 
average of 4,000 tons in 1935-38 to 66,000 tons in 1953, 
an amount sufficient to cover domestic requirements 
(before the war and in the postwar years until 1952 
Greece was a rice importing country) and to leave an 
exportable surplus of some 15,000-20,000 tons. 

Imports by Greece from the Federal Republic comprise 
primarily coal, semifinished products, and industrial 
articles, chiefly machinery and various instruments. The 
value of total imports from the Federal Republic was 
US$37 million in 1951, US$42 million in 1952, and 
US$40 million in 1953, representing 9, 12, and 13 per 
cent, respectively, of total Greek imports; imports from 
prewar Germany accounted for 27 per cent of total Greek 
imports in 1937.- 

On October 9, 1954, Greece and the Federal Republic 
of Germany signed a new protocol to the third extension 
of the original agreement of February 21, 1951. The 
protocol settles a number of trade issues that have arisen 
between the two countries. It also sets, for the period 
October 1, 1954 to September 30, 1955, quotas (con- 
tingents) for German imports from Greece of goods 
which are still subject to quantitative restrictions by the 
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Federal Republic. The quota for Greek wines was in- 
creased from US$1.5 million to US$2 million, while the 
quota for rice was maintained at 5,000 tons. For the first 
time, quotas were agreed for imports of fresh and pre- 
served vegetables and fresh fruits. No quotas for Greek 
imports of certain luxury goods (about ten in number) 
from the Federal Republic were provided by the protocol, 
although these imports are subject to quantitative restric- 
tions. The Greek representatives stated that, during the 
preceding period, import licenses for such goods were 
granted liberally by the authorities, without any curtail- 
ment of either the volume or the value of the imports 
requested, and that the same policy is expected to be 
followed in the future. 


In the protocol, both parties expressed satisfaction with 
the continued growth in trade between the two countries 
during the preceding period. This is attributed to the 
efforts of both Governments, and also to their general 


economic policies, the purposes of which are identical. 
It is believed that trade between Greece and the Federal 
Republic will expand more in the near future, primarily 
as a result of larger Greek tobacco exports. Consumption 
of oriental tobacco in the Federal Republic is increasing 
steadily (it is now reported to account for 16 per cent 
of total tobacco consumption, contrasted with 3 per cent 
a few years earlier), and the policies pursued by Greece 
are aimed at increasing tobacco output. Production of 
tobacco in Greece rose from 42,000 tons in 1952 to 
62,700 tons in 1953, slightly more than the 1935-38 an- 
nual average (61,000 tons). The 1953 devaluation of 
the drachma acted as a strong inducement for tobacco 
producers, and acreage planted with tobacco increased 
considerably. It is estimated that output in 1954 will be 
about the same as in 1953, but this is ascribed to adverse 
weather. 

Sources: Oikonomikos Tahidromos, Athens, Greece, vari- 

ous issues. 


Austrian Budget for 1955 


The parties represented in the Austrian coalition Gov- 
ernment have recently reached agreement on the 1955 
federal budget, and draft proposals adopted by the 
Cabinet on September 18 will be submitted to Parliament 
shortly. 

The ordinary budget provides for expenditures of 
slightly over 23 billion schillings, while ordinary receipts 
are estimated at 22.2 billion schillings. In the ordinary 
budget, therefore, a deficit of 800-900 million schillings 
is expected, amounting to about 314 per cent of total 
expenditures. 

The increase in estimated expenditures is due largely 
to an increase of 1.1 billion schillings in government 
employees’ salaries and of about 600 million schillings 
for higher expenditures on materiel. Estimated revenue 
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is higher than the 1954 estimate by about 1.5 billion 
schillings, including some 700 million schillings more 
from tax receipts. The expectation of higher tax receipts 
is based on budget developments in the first half of 1954, 
when tax receipts were almost 600 million higher than 
expected. For 1954 as a whole, tax receipts may exceed 
estimates by 1 billion schillings, and the Government now 
expects a balanced budget, despite wage and pension 
increases for government employees, higher social security 
payments, and earlier tax reductions. 

Extraordinary budget expenditures in 1955 are esti- 
mated at about 1.7 billion schillings. This amount is to 
be used for investments largely in accordance with the 
ten-year investment program previously adopted. Invest- 
ment expenditures for the Vienna-Salzburg superhighway, 
for electrification of the federal railroads, and for mod- 
ernization of the telephone system are included in this 
program. 

In view of the favorable outlook for the Austrian 
economy and the labor market, government receipts may 
be higher than provided in the 1955 budget estimates; 
and smaller expenditures for unemployment insurance 
would also help to reduce the deficit in the ordinary 
budget. It is expected that the funds for the extraordinary 


budget will be obtained partly from ordinary budget sur- 


pluses and partly by loan operations. 

Sources: Die Presse, Vienna, Austria, September 19, 
1954; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, September 24, 1954; Austrian Informa- 
tion Service, Austrian Information, New York, 


N. Y., October 9, 1954. 
Middle East 


Cotton in Egypt 

Exports of Egyptian cotton during the 1953-54 season 
(ended August 31, 1954) amounted to 7.2 million kantars. 
This amount represented 67 per cent of the stock avail- 
able at the beginning of the season; during the preceding 
season, exports were 7.1 million kantars (59 per cent of 


the available stock). Consumption by local mills 
amounted to 1.6 million kantars, compared with 1.5 mil- 
lion during the 1952-53 season. The carry-over at the 
end of August 1954 was 1.7 million kantars, about half 
the carry-over of 3.5 million kantars a year earlier. 

The Egyptian Ministry of Agriculture, in its first esti- 
mate of the 1954-55 cotton crop, puts the total ginned 
crop at 7.12 million kantars and the area at 1.6 million 
feddans, compared with last season’s final figures of 
7.08 million kantars and 1.3 million feddans. Last year’s 
first estimate was only 5.9 million kantars (1 kan- 
tar = 99.05 pounds and 1 feddan = 1.038 acres). 

The crop of long-staple varieties, including Karnak 
and Menoufi (over 13@ inches), is estimated at 2.4 mil- 
lion kantars, which is the same as the final estimate for 
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1953. For medium-long staples, including Giza (30) and 
Dandara (over 144 inches), the crop is estimated at 
1.8 million kantars, against 1.9 million in 1953. Output 
of medium-staple varieties, including Ashmouni and 
Zagora (over 114 inches), is estimated at 2.9 million 
kantars, compared with 2.5 million kantars last year. 
Estimated yields in kantars per feddan for these three 
types in 1954 are 4.06, 4.10, and 5.34, respectively, com- 
pared with final estimates of 4.98, 5.21, and 5.50 in 1953. 
The Egyptian Government has announced its purchas- 
ing prices for the 1954-55 cotton season. During the 
period from November 16, 1954 to January 15, 1955 
for Karnak, Menoufi, and Giza (30), and the period 
from November 1, 1954 to December 31, 1955 for Ash- 
mouni, prices have been fixed at LE 13.1, LE 12.3, 
LE 11.9, and LE 11.1 per kantar, respectively. Prices 
during the subsequent period to the end of August 1955 
for the same four varieties have been fixed at LE 13.2, 
LE 12.4, LE 12.0, and LE 11.2, respectively. All prices 
are for grade “Good.” There will be no change in the 
basis adopted for selling the cotton crop, namely, the 
previous day’s closing prices on the U.S. cotton exchange 
plus a 40 per cent premium for long-staple varieties and 
a 12.5 per cent premium for medium staples. An export 
tax of LE 3 per kantar for long staples and of LE 2 for 
medium staples will be deducted from these prices. 
Sources: Al Ahram, September 6 and October 1, 5, and 
10, 1954, and Egyptian News Agency, Mena, 
September 25, 1954, Cairo, Egypt. 


Israel's Foreign Trade 

Israel’s exports increased from I£12.8 million (US$35.8 
million) in January-June 1953 to I£19.7 million ($55.2 
million) in the corresponding period in 1954. Imports 
increased only slightly, from I£50.2 million ($140.6 mil- 
lion) in the first half of 1953 to I£52.5 million ($147 
million) in January-June 1954. Thus, between the two 
periods, the trade deficit declined by I£4.6 million 
($13 million). 

The substantial increase in exports (54 per cent) was 
due mainly to an excellent citrus crop, which made pos- 
sible exports of 8.1 million cases, compared with 5.3 mil- 
lion cases during the previous year. Exports of industrial 
goods also increased considerably (58 per cent) and 
accounted for over $15 million of total exports in 
January-June 1954. 

Sources: Central Bureau of Statistics and Economic Re- 
search, Statistical Bulletin of Israel, Jerusalem, 
Israel, July 1954; Israel Office of Information, 
Israel Digest, New York, N. Y., October 4, 1954. 


Oil in Iraq 

Iraq’s Directorate General of Oil Affairs has received 
ID 42.84 million in royalties for the nine months ended 
September 30, 1954. Receipts for the first quarter of the 
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year were ID 13.7 million; for the second, ID 14.2 mil- 
lion; and for the third, ID 14.94 million. Iraq’s revenue 
for the last quarter of the current year is estimated at 
ID 15.1 million, which will bring the total for the year 
to about ID 58 million, compared with ID 51 million for 
1953. Oil exports during 1954 are estimated at 30.7 mil- 
lion tons, of which 22.6 million tons are from Kirkuk 
oilfields, 6.8 million tons from Ain Zala (Mosul), and 
1.3 million tons from Zubair oilfields (Basra). Total out- 
put in 1953 was 27.7 million tons. 


Source: The Irag Times, Baghdad, Iraq, October 16, 
1954. 


U.S. Aid to Pakistan 

On October 24, following conferences in Washington 
with the Prime Minister of Pakistan, the United States 
increased its commitments for military and economic aid 
to Pakistan for the current fiscal year to approximately 
$155 million. Of the total, economic assistance will aggre- 
gate $105 million, in contrast to $20 million last year. 
About one third of this economic aid is expected to be 
spent for U.S. surplus agricultural commodities, and some 
of the rest will be used to purchase manufactured goods 
in Japan and England. The military aid program, total- 
ing about $50 million, will be about double that of last 
year. 


Source: The Journal of Commerce, New York, N. Y., 


October 22, 1954. 


Far East 


Indian-East German Trade Agreement 

The Governments of India and Eastern Germany have 
concluded a trade agreement with an exchange of letters 
containing arrangements for trade and payments between 
the two countries. Eastern Germany is authorized to 
station a trade representative in Bombay and a trade 
agent (who will be responsible to the Bombay trade 
representative) in Calcutta. Trade between the two 
countries will be conducted in accordance with their 
respective import, export, and exchange control regula- 
tions. Payments will be made in Indian rupees or sterling, 
as may be mutually convenient. 

The schedules of items to be exported are not exhaus- 
tive. The Indian list of exports includes a number of 
industrial raw materials, as well as cotton and jute manu- 
factures. The East German list includes a wide range 
of heavy machinery, such as equipment for rolling mills, 
gas and electric furnaces, lathes, mining, petroleum, and 
civil engineering equipment, machines and equipment for 
chemical and pharmaceutical industries, textile, cement, 
and sugar equipment, and printing machinery. 

The agreement enables East German exporters to pro- 
vide technical services for the installation and operation 
of equipment supplied by them, and also to provide such 
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services to Indian importers for the planning and exe. 

cution of projects in which they might be interested. 

Source: The Times of India, Bombay, India, October 17, 
1954. 


Economic Developments in Mainland China 

Foreign trade of Mainland China in 1953 was 36 per 
cent above trade in 1952. Three fourths of the 1953 
trade was with the Soviet bloc; but trade with the free 
world increased considerably. About 9 per cent of China’s 
foreign trade was handled by the State. In domestic trade, 
its total purchases exceeded those of 1952 by 29 per cent 
and its total sales by 49 per cent. 

State industry accounted for 53 per cent of the coun. 
try’s total output (excluding handicrafts); output of 
private industry rose by 20 per cent, and was about 38 per 
cent of total output; the remainder was output of coopera. 
tive and joint state-private industry. State and cooperative 
trading comprised 70 per cent of the total volume of 
wholesale trade. Between 40 and 45 per cent of the 
peasants have joined producer cooperatives or mutual aid 
teams. The number of producer cooperatives reached 
nearly 15,000, about four times the number in 1952. 

In agriculture, total grain output in 1953 amounted to 
165 million metric tons and total cotton output to 1.17 mil- 

- lion metric tons. Construction of 34 major industrial 
projects was launched, and work on 80 others was con- 
tinued. In communications, 589 kilometers of tracks 
were laid on 7 new rail lines. In water conservation, 23 
major projects were completed. When compared with 
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1952, the number of workers in state and joint state- 
private industries rose by 21 per cent, and their wages by 
an average of 5 per cent. 

Source: Far Eastern Economic Review, Hong Kong, Sep- 


tember 30, 1954. 
Japanese Foreign Exchange Budget 


Japan’s foreign exchange budget for the second half 
of the current fiscal year (October 1954-March 1955) is 
the equivalent of US$1,253 million; this is a reduction of 
$470.4 million ($456.0 million for visible imports and 
$14.4 million for invisible imports) from the budget of 
Of the total 
appropriation, $1,090 million will be for the import of 
goods, and $163 million for invisibles. For imports of 


the corresponding period of last year. 


goods, $550 million is allocated for imports from the 
dollar area, $221 million from the sterling area, and 
$189 million from the open account area; the allocation 
of the remaining $130 million has not yet been decided. 
The main features of the new budget cover a sharp 
curtailment of imports of certain basic raw materials, 
such as raw cotton, wool, rayon pulp, coal, and iron ore; 
some increase in imports of phosphate ore and potash 
salt; adequate provision for imports of foodstuffs; and 
an increased foreign exchange appropriation for goods 
for re-export, for barter trade, or under the automatic 

approval system. 
Source: Bank of Tokyo, Weekly Review of Economic 
Affairs in Japan, Tokyo, Japan, October 9, 1954. 


indonesian Rice Imports 

Indonesia’s rice imports in the second quarter of 1954 
totaled 39,857 metric tons, which was only 37 per cent 
of rice imports in the first quarter. The Government 
expects that domestic market requirements for 1954 will 
be met by the 100,000 tons of foreign rice contracted for 
delivery this year, stocks on hand at. the beginning of 
the period, and a record domestic rice crop. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D. C., October 4, 1954. 


Philippine Trade with Europe 


The Philippine Republic has been able to expand trade 
vith Europe in recent months, despite currency difficulties. 
In the first five months of 1954, Philippine exports to the 
Benelux countries amounted to P 30.5 million (US$15.2 
million), and imports from those countries were P13.7 
million (US$6.8 million) ; exports in the same period of 
1953 were P 10.6 million, and imports were P 6.5 mil- 
lion. Philippine imports from the United Kingdom totaled 
7.1 million in the first five months of 1954, compared 
with P 3.2 million in the same period of 1953. 

The Netherlands is replacing the United States as the 
principal supplier of condensed milk: in the first five 
months of 1954, such imports from the United States 
tepresented 9 per cent of total imports of condensed milk, 


while imports from the Netherlands accounted for 90 per 

cent; in 1953, imports from the United States represented 

95 per cent of the total. 

Sources: Philippine Association, Philippine Newsletter, 
New York, N. Y., October 14, 1954; Department 
of Agriculture, Foreign Crops and Markets, 
Washington, D. C., October 18, 1954. 


United States 


U.S. Economic Conditions 

Evidence that the United States economy is again 
entering a phase of economic expansion was reviewed 
in a recent speech by Dr. Arthur F. Burns, Chairman of 
the Council of Economic Advisers (see also page 141, 
above). Between the first and third quarters of 1954, 
the gross national product remained unchanged, al- 
though federal government spending declined at an an- 
nual rate of $6 billion; this indicates a corresponding 
expansion in other categories of expenditure, consump- 
tion, private domestic investment, foreign investment, and 
state and local government expenditure. Outlays actually 
increased in each of these categories. 

In discussing the economic contraction in 1953, Dr. 
Burns stated that the fact that expenditures on fixed 
investment were maintained close to peak levels during 
that period while contracts for new construction rose sig- 
nificantly was very unusual for such a period. He attrib- 
uted this development to several factors: The fiscal system 
automatically cushioned the economic decline. The mone- 
tary, tax, and expenditure policies of the Administration 
helped to inspire widespread confidence. Trade unions 
conducted their affairs with an eye to basic conditions 
and with a sense of responsibility. Both business firms 
and consumers retained confidence in the economic future 
and expressed it by maintaining their spending at a high 
rate. And continued economic recovery in the United 
Kingdom and Western Europe helped to expand U.S. 
exports and to boister the prices of internationally traded 
raw materials. 

During the period of decline there was an unparalleled 
combination of an increase in disposable personal income 
with a 9 per cent decline in industrial production. Between 
July 1953 and July 1954 personal income from produc- 
tion fell by an annual rate of $3.5 billion; this was more 
than offset by the increase of $2 billion in social security 
payments, an automatic decrease of $1 billion in tax 
payments, and a further deliberate reduction of tax rates 
by about $2 billion. (All figures are annual rates.) 

More recent statistics have shown that, while economic 


trends are mixed, business activity as a whole is improv- 
ing. A recovery in financial and investment markets has 
been under way for some months. The deflationary im- 
pact of reductions in federal spending and in business 
inventories is abating. Consumer spending has remained 
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at an all-time high, construction has continued to set 

new records, and new orders are reported to be increas- 

ing all round. Recent increases have occurred in the 

production of steel, automobiles, and machinery, and 

total unemployment is declining. 

Source: Address by Arthur F. Burns, Chairman of the 
Council of Economic Advisers, before the Eco- 
nomic Club of Detroit, October 18, 1954. 


U.S. Bank Financing of CCC Loans 

The Commodity Credit Corporation of the U.S. Depart- 
ment of Agriculture has announced the refinancing of 
$1,150 million of outstanding price-support loans through 
offering commercial banks an opportunity to participate 
in a pool of the loans. Certificates bearing interest at 
15% per cent per annum will be issued to participants in 
the loans by the Federal Reserve Bank of Chicago, fiscal 
agent for the CCC. These certificates will mature on 
August 1, 1955, but will be purchased on demand prior 
to maturity. 
Source: The Journal of Commerce, New York, N. Y., 

October 25, 1954. 


Latin America 
Industrial Production and Bank Credit in Colombia 


The annual average rate of increase in industrial pro- 
duction in Colombia in recent years is estimated at 10.5 
per cent. During 1953 the rate of increase over the 
previous year declined to 3.2 per cent. This trend is 
associated with the tightening of commercial bank credit. 
The total of net commercial bank loans outstanding for 
industrial development rose from 1946 to 195] at an 
annual average rate of 35 per cent. Last year there was 
no expansion of bank credit. 

Source: Inca Features, Lima, Peru, September 30, 1954. 


Brazilian Exchange Sales 


The Belgian Embassy in Rio de Janeiro announced 
that for the first time since the introduction of the present 
Brazilian exchange regulations Belgian francs, to the 
amount of BF 15 million, were to be auctioned publicly 
on October 13, 1954. Similar auctions will be organized 
each week from that date. 

Source: Kredietbank, Weekly Bulletin, Brussels, Belgium, 
October 10, 1954. 


Other Countries 


Australian Economic Conditions 

The Annual Report of the Commonwealth Bank of 
Australia states that the fiscal year 1953-54 ended with 
the economy of the country in a prosperous condition but 
with shortages of labor evident. In June 1954 there were 
22,000 persons registered as unemployed awaiting place- 
ment; of this total, 6,000 were drawing unemployment 


benefits. The corresponding figures a year earlier had 
been 53,000 and 26,000. 
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Bank advances had risen during the year by £115 mil. 
lion. Some increase was justified, since production was 
increasing and stocks were being replenished after the 
contraction in the previous year. The actual increase, 
however, may well have been more than was required to 
maintain employment and provide for the growth of the 
economy. With the economy now fully employed, re. 
straint will be necessary if increasing bank advances are 
not to contribute to the emergence of excess demand. 
It would be in the interest of economic stability if firms 
were, for the present, to plan to reduce their dependence 
on bank finance. The view of the Commonwealth Bank 
is that, after allowance for seasonal and other short-term 
variations, a ratio of liquid assets (comprising cash, 
deposits with the central bank, and Treasury bills) and 
government securities to total deposits of about one 
quarter would generally be appropriate. If banks should 
adjust their lending policies from time to time so as to 
work toward this general objective, it would be easier 
for the central bank to ensure that the banking system 
had sufficient, but not more than sufficient, funds to meet 
the needs of a steadily expanding economy. 

According to a new and more comprehensive statistical 
series, net gold and foreign exchange holdings increased 
during the year by £9.5 million, to £571 million, of which 
£504 million represented net central reserves and £67 mil- 
lion working balances held by the trading banks and 
government departments. Net central reserves include 
£37 million of British Government securities (other than 
Treasury bills). 


Source: Commonwealth Bank of Australia, Report and 
Balance Sheets June 30, 1954, Sydney, Australia, 
August 28, 1954. 


Lifting of Ban on Japanese Textiles in East Africa 


Beginning January 1955, Japanese textiles will be 
licensed for import into Kenya, Uganda, and Tanganyika. 
A ban was imposed upon them in 1952, mainly for bal- 
ance of payments reasons. 


Source: The Financial Times, London, England, Septem- 
ber 23, 1954. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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